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Governor  of  minois 
President  of  the  Illinois  Senate 
Minority  Leader  of  the  Illinois  Senate 
Speaker  of  the  Illinois  House  of 

Representatives 
Minority  Leader  of  the  Illinois  House  of 

Representatives 
Mayor  of  the  City  of  Chicago 
Other  Elected  Officials  and 

Concerned  Citizens 


Ladies  and  Gentlemen: 

On  behalf  of  the  Board  of  Directors  of  the  Regional  Transportation 
Authority,  I  am  pleased  to  submit  this  Comprehensive  Annual  Financial 
Report  for  1985,  as  required  by  the  RTA  Act. 

The  report  presented  to  you  today  shows  a  continuation  of  the  favorable 
financial  performance  that  characterized  the  latter  half  of  1984.  The 
factors  contributing  to  this  have  been  reported  to  you  throughout  the 
year.  However,  I  want  to  underscore  those  events  which  made  1985  a 
significant  year  for  the  RTA. 

Particularly  noteworthy  is  the  fact  that  1915  represented  the  first 
complete  calendar  year  for  the  reorganized  RTA  and  the  Service  Boards. 
It  was  a  year  that  saw  considerable  progress  in  sorting  out  the 
respective  roles  and  responsibilities  in  pursuing  the  intent  of  the  RTA 
Act;  namely,  to  provide  efficient  mass  transportation  in  northeastern 
Illinois  which  balances  the  changing  and  competing  demands  of  the 
region. 

1985  was  also  an  important  year  for  the  RTA  organization  as  Theodore  G. 
Weigle,  Jr.  assumed  the  duties  of  Executive  Director  of  the  RTA.  Mr. 
Weigle  brings  a  wealth  of  experience  to  his  post,  having  served  as  the 
Deputy  General  Manager  of  the  highly  regarded  Washington  D.C.  transit 
system,  and  previously,  as  Regional  Director  for  the  Chicago  Office  of 
the  federal  Urban  Mass  Transportation  Administration.  I  am  confident 
that  under  Mr.  Weigle's  leadership,  the  RTA  will  aggressively  pursue  the 
goal  of  meeting  the  public  transportation  needs  of  Northeastern  Illinois 
in  a  cost  effective  manner. 
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Perhaps  equally  significant,  in  1985  the  RTA  initiated  a  strategic 
planning  process  that  has  already  provided  valuable  insights  on  the 
extent  of  our  challenge.  With  the  help  of  the  internationally  respected 
consulting  firm  of  Booz  Allen  &  Hamilton,  Inc.,  we  are  jointly  exploring 
with  the  Service  Boards  a  vision  of  the  future  and  what  it  will  mean  for 
public  transit  in  this  region.  We  expect  to  bring  the  results  of  our 
efforts  to  you  for  your  consideration  sometime  this  Fall. 

The  RTA  Board,  in  presenting  this  report,  is  proud  of  the  progress  and 
accomplishments  that  it  represents.  Furthermore,  the  report  verifies 
t^flt  thp^RTAi^on  a  soun_d-£inancl^l  footijTg__as  we  enter  our  second  full 
J^§iJl-JiJlder_t5rTeoraaniziJ^^  The  RTA  Board  of  Directors  is  committed 
to  ensuring  that  this  favorable  trend  is  maintained  through  1986  and 
beyond.  Your  continued  interest  and  support  are  appreciated. 

Sincerely, 


nuel  K.  Skinner 
Chairman 
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Mr.  Samuel  K.  Skinner,  Chairman 
Regional  Transportation  Authority 
One  North  Dearborn  Street 
Suite  1100 
Chicago,  Illinois  60602 

Dear  Mr.  Skinner: 

In  satisfaction  of  requirements  in  Section  4.05  of  the  Regional 
Transportation  Authority  Act,  as  amended,  the  Comprehensive  Annual 
Financial  Report  (CAFR)  of  the  Regional  Transportation  Authority  (RTA), 
is  herewith  submitted.  This  report  covers  the  twelve  month  period 
January  1  through  December  31,  1985,  and  was  prepared  under  the 
direction  of  Mr.  John  Gaudette,  Chief  Financial  Officer  of  the  RTA. 
Responsibility  for  the  accuracy  of  the  data  presented,  and  the 
completeness  and  fairness  of  the  presentation,  including  all 
disclosures,  rests  with  the  RTA.  We  believe  the  data,  as  presented,  are 
accurate  in  all  material  aspects;  that  they  are  presented  in  a  manner 
designed  to  set  forth  fairly  the  financial  position  and  results  of 
operations  of  the  RTA;  and  that  all  disclosures  sufficient  for  the 
reader  to  gain  a  complete  understanding  of  the  RTA's  financial  affairs 
have  been  included.  We  have  once  again  prepared  the  more  complete 
comprehensive  annual  financial  report  format  as  recommended  by  the 
Government  Finance  Officers  Association.  This  CAFR  marks  the  first  full 
year  of  service  for  the  reorganized  RTA. 

RTA  FINANCIAL  PERFORMANCE 

The  RTA  completed  1985  in  a  favorable  financial  position.  This  positive 
performance  represents  the  influence  of  national  and  regional  trends,  as 
well  as  management  efforts  undertaken  by  the  RTA  and  the  Service  Boards. 

Revenues 

The  major  sources  of  non-farebox  revenue  met,  or  corresponded  closely  to 
their  budget.  This  included  the  RTA's  Retail  Sales  Tax,  which  provided 
$342.4  million  or  69%  of  non-farebox  revenues;  operating  grants  from  the 
State  of  Illinois  which  provided  $84.8  million  or  17%  of  non-farebox 
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revenue;  Federal  operating  funds  which  totaled  $57.9  million,  and  all 
other  sources  of  revenue  which  were  $8.8  million.  Within  the  revenue 
category  of  "all  other"  is  interest  income,  which  provided  $7.6  million 
during  FY85,  due  in  large  part  to  RTA's  successful  issuance  of  $100.0 
million  of  working  cash  notes.  The  financial  market's  confidence  in  RTA 
was  evident  in  the  Standard's  and  Poor  rating  of  our  notes  as  SP-1+,  the 
highest  mark  given. 

All  three  Service  Boards  recorded  favorable  revenue  variances  for  1985 
resulting  partially  to  higher  ridership  levels  over  1984.  The  health  of 
the  regional  economy  and  marketing  programs  initiated  by  the  RTA  and  the 
Service  Boards  contributed  to  the  improved  ridership  results. 

Expenditures 

Total  region-wide  transportation  expenditures,  and  financial  assistance 
for  FY85  were  favorable  to  the  budget,  and  included  $290.3  million  in 
financial  assistance  to  the  CTA;  $106.7  million  to  the  CRD;  $42.6 
million  to  the  SBD;  and  $10.7  million  of  expenditures  for  RTA 
administrative  costs,  travel  information  and  other  regional  expenses. 

All  three  Service  Boards  recorded  favorable  variances  to  budget  for 
their  expenses.  This  performance  was  attributable  to  prudent 
consideration  of  service  expansion,  firm  negotiating  positions  on  labor 
matters,  and  internal  economies  unique  to  each  division.  Generally,  the 
Service  Boards  benefited  from  a  low  inflation  rate  and  falling  fuel 
prices. 

When  combined,  these  factors  resulted  in  positive  budget  variances  for 
funding  for  all  three  Service  Boards  in  1985  and  in  a  region-wide 
farebox  recovery  ratio  of  50.82%,  compared  to  a  budgeted  ratio  of 
50.41%. 


RTA  ADMINISTRATION 

A  number  of  measures  undertaken  during  1985  resulted  in  significant  cost 
savings  for  RTA  Administration. 

Prominent  among  these  was  a  staff  reduction  which  lowered  the  authorized 
position  count  from  ninety-one  to  seventy-eight.  Throughout  the  year 
RTA  maintained  an  employment  level  below  the  authorized  count  and  has 
continued  this  policy  into  1986.  Vacancies  will  be  filled  on  a 
selective  basis  with  an  eye  toward  an  efficient  organization  below  the 
authorized  level. 

Cost  savings  were  also  achieved  for  RTA  fringe  benefits  for  1985.  Staff 
reductions  contributed,  but  modification  of  the  RTA  health  care  plan  and 
a  change  in  actuarial  assumptions  for  the  pension  plan  account  for  the 
major  part  of  this  reduction. 
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In  addition,  the  relocation  of  RTA's  offices  has  resulted  in  the  use  of 
less  space  in  a  more  efficient,  centrally  located  building.  The 
refurbishment  of  the  space  was  successfully  completed  on-time  and  under 
budget. 

CONCLUSION 

RTA's  overall  performance  for  1985  was  impressive.  The  Service  Boards 
and  the  RTA  required  less  funding  than  was  budgeted  and  achieved  both 
cost  savings  and  ridership  gains.  The  stability  and  cooperation  which 
has  been  a  feature  of  the  reorganized  RTA  has  been  recognized  by  the 
financial  markets  as  well  as  the  regional  news  media  and  merits 
particular  note.  However,  a  number  of  challenges  remain,  and  our  best 
efforts  will  be  required  to  meet  these  in  the  upcoming  years. 

Perhaps  the  single  greatest  immediate  threat  to  the  RTA  is  the  possible 
elimination  of  Federal  operating  funds  and  steep  cutbacks  for  capital 
grants.  The  RTA  strategic  plan  that  is  now  underway  indicates  that 
great  amounts  of  capital  will  be  needed  over  the  coming  years  just  to 
maintain  our  current  transit  infrastructure. 

Within  the  region,  we  face  the  continuing  challenge  of  allocating  finite 
resources  to  a  diverse,  changing  area  with  needs  that  exceed  the 
available  funds. 

However,  it  is  my  belief  that  these  challenges  can  be  successfully  met 
in  1986  and  beyond  with  the  same  dedication  and  hard  work  that  marked 
1985.  I  look  forward  to  working  with  you  to  make  the  RTA  the  finest 
public  transportation  system  in  the  country. 


Sincerely 


Theodore  G.   Weigle,  Jr. 
Executive  Director 

TWrpgs 


One  Illinois  Center  ^^  J.OllCll.dAOSS 

111  East  Wacker  Drive 

Chicago,  I L  60601-4342 

Telephone:  312  644-8900 

Telex:  6871206  TOUCH  E  ROSS  CGO 

Telecopier:  312  565-0382 


July  10,  1986 


BOARD  OF  DIRECTORS 

REGIONAL  TRANSPORTATION  AUTHORITY 

We  have  examined  the  combined  financial  statements  and  the 
individual  fund  financial  statements  of  the  Regional 
Transportation  Authority  as  of  and  for  the  year  ended  December 
31,  1985  on  pages  1  through  17  as  listed  in  the  table  of 
contents.   Our  examination  was  made  in  accordance  with 
generally  accepted  government  auditing  standards  for  financial 
audits  and,  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

In  our  opinion,  the  combined  financial  statements  and  the 
individual  fund  financial  statements  referred  to  above  present 
fairly  the  financial  position  of  the  Regional  Transportation 
Authority  at  December  31,  1985  and  the  results  of  operations 
for  the  year  then  ended  in  conformity  with  generally  accepted 
accounting  principles  applied  on  a  basis  consistent  with  that 
of  the  preceding  year. 


Touche  Ross  International 
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REGIONAL  TRANSPORTATION  AUTHORITY 

GENERAL  FUND 

STATEMENT  OF  REVENUES  AND  EXPENDITURES 

FOR  THE  FISCAL  YEAR  ENDED  DECEMBER  31.  1985 

(in  thousands) 


REVENUES: 

Retailers'  occupation  and  use  tax  (sales  tax) 

Public  transportation  fund 

Federal  operating  assistance  grant 

Technical  studies  grants 

Interest 

Link-up 

Other 


51,366 
84,830 
57,931 

520 
7,644 

629 


Total  revenues 


S203.000 


EXPENPITURE?: 


Financial  assistance  to  service  divisions: 

Operating  grants: 

Chicago  Transit  Authority 
Suburban  Bus  Division 

Capital  grant  -  local  match 

Capital  grant  -  100%  funded  by  RTA 

Link-up 
Ridership  information,  marketing  and  demonstration  programs 
Administration 
Other  regional  costs 
Fixed  asset  additions 
Unified  work  program 
Professional  services  -  1985  notes 
Interest 
Other 


$138,323 

10,162 

2,585 

10,585 

1,011 

2,420 

4,231 

1,257 

403 

338 

311 

2,275 

2,700 


Total  expenditures 


S176.601 


Excess  of  revenues  over  expenditures 


$  26,399 


The  accompanying  notes  to  financial  statements  are  an  integral  part  of  this  statement 
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REGIONAL  TRANSPORTATION  AUTHORITY 

COMBINED  STATEMENT  OF  APPROPRIATIONS 

FOR  THE  FISCAL  YEAR  ENDED  DECEMBER  31,  1995 

(in  thousands) 


ACTUAL 


BUDGET 


SOURCES  OF  FUNDS: 

Retailers'  occupation  &  use  tax  (sales  tax) 

Public  transportation  fund 

Public  transportation  tax  (gas  tax) 

Federal  operating  assistance  grant 

Other  grants  and  reimbursements 

Interest 

Link  up 

Total  sources  of  funds 


Agency 

Fund 

General 

Sales 

Funds 

Funds 

Fwnd 

T«X 

CQmbined 

Cpmbined 

$  51,366 

$291,075 

$342,441 

$340,200 

84.830 

84,830 

84,036 

- 

- 

100 

57,931 

57.931 

58,000 

600 

600 

598 

7,644 

7,644 

6,511 

629 

e29 

$494,075 

$203,000 

$291,075 

$489,445 

USES  PF  FUNDS: 


Financial  assistance  to  service  divisions: 

Operating  grants: 

Chicago  Transit  Authority 
Commuter  Rail  Division 
Suburban  Bus  Division 

Capital  grants 

Link  up 
Ridership  information,  marketing  and 

demonstration  programs 
Administration 
Other  regional  costs 
Fixed  asset  additions 
Unified  work  program 
Professional  services  - 

Series  1985  working  cash  notes 
Interest 

Transition  costs 
Other 

Total  uses  of  funds 


$138,323 

$151,969 

$290,292 

$309,575 

- 

106,696 

106,696 

120,550 

10,162 

32,410 

42,572 

48,252 

13,170 

13.170 

39,400 

1,011 

1,011 

- 

2,420 

2.420 

2.800 

4,200 

4.200 

4,902 

1,257 

1.257 

1,113 

403 

403 

200 

338 

338 

520 

311 

311 

_ 

2,275 

2,275 

2,212 

31 

31 

113 

2.700 

2,700 
$467,676 

_ 

$176,601 

$291,075 

$529,637 

The  accompanying  notes  to  financial  statements  are  an  integral  part  of  this  statement. 
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REGIONS  TTW^SPPRTATIQN  ALTTHyiTY 

roTEs  TO  nrwciAL  statp^nts 

FOR  "mE  FISCAL  YEAR  ETCEP  PECBiBER  31.    1985 


rOTE  1  -  REPORTINS  ENTITY-. 


The  Regional  Transportation  Authority  (RTA)  Is  a  unit  of  local  govern- 
tnent,  body  politic,  political  subdivision  and  municipal  corporation 
established  by  the  Illinois  state  legislature  in  1973  through  the 
passage  of  the  RTA  Act  (part  of  Chapter  111-2/3  of  Illinois  Revised 
Statutes).  The  stated  purpose  of  the  Act  is  to  Insure,  In  the  north- 
eastern region  of  the  state  (the  Counties  of  Cook,  DuPage,  Kane,  Lake, 
McHenry  and  Will),  the  provision  of  adequate  public  transportation 
service  which  is  attractive  and  econcmlcal  to  users,  ccmprehenslve, 
safe,  efficient,  coordinated  with  regional  and  state  plans,  and  coordi- 
nated among  its  various  elements. 

In  November  of  1983,  the  state  legislature  restructured  the  RTA  through 
amenctnents  to  the  RTA  Act .  The  amenctnents  estab  I  I  shed  the  Ccrrmuter  Ra  I  I 
Division  (I^TRA)  and  the  Suburban  Bus  Division  (PACE)  of  the  RTA, 

The  1983  amenctnents  created  Boards  of  Directors  as  the  governing  bodies 
for  METRA  and  PACE  respectively  In  addition  to  the  existing  Chicago 
Transit  Authority  (CTA)  Board. 

Responsibility  for  determining  the  level,  nature,  and  kind  of  public 
transportation  services  to  be  provided  In  the  RTA  region,  and  the 
respons I b I  I  I ty  for  subs  1 d I z I ng ,  purchas I ng  or  operat I ng  such  serv I ce 
was  shifted  from  the  RTA  Board  of  Directors  to  the  directors  of  the 
service  divisions.  The  RTA  Board  of  Directors  is  responsible  for 
assuring  the  overall  proper  management  of  public  transportation  in  the 
region  and  for  controlling  RTA  finances. 

Governmental  Accounting  and  Financial  Reporting  Standards  (GAFR)  as 
established  by  Statement  3,  "Defining  the  Goverrmental  Reporting  Enti- 
ty", Issued  by  the  National  Council  on  Governmental  Accounting,  require 
disclosure  In  the  notes  of  governmental  financial  statements  of  the 
results  of  applying  Statement  3  criteria  to  specific  affiliated  organi- 
zations. The  assets,  I  labilities,  revenues,  and  expenditures  (or 
expenses  as  appropriate)  of  ail  affiliated  organizations  determined 
under  Statement  3  to  be  part  of  a  governmental  reporting  entity  general- 
ly must  be  included  on  the  face  of  Its  financial  statements  In  conformi- 
ty with  Governmental  Accounting  and  Financial  Reporting  Standards. 
Thus,  It  Is  necessary  to  determine  whether  METRA,  PACE  and  the  CTA  are 
part  of  the  RTA  Statement  3  reporting  entity. 


The  basic  Statement  3  criterion  for  determining  whether  an  affiliated 
organization  Is  part  of  a  governmental  reporting  entity  Is  the  exercise 
of  oversight  responsibility.  Statement  3  sets  forth  various  manifesta- 
tions of  oversight  responsibility  (responsibility  for  financing  defi- 
cits, entitlements  to  surpluses,  guarantees  of  "moral  responsibility" 
for  debt,  selection  of  governing  authority,  designation  of  managanent, 
ability  to  significantly  Influence  operations,  accountability  for  fiscal 
matters,  etc.)  which  Indicate  that  an  affiliated  organization  should  be 
Included  within  the  Statement  3  reporting  entity. 

The  RTA  Act,  as  amended,  places  on  the  RTA  the  responsibility  for 
reviewing  and  approving  proposed  budgets  of  the  service  divisions.  The 
Act  requires  the  Board  of  Directors  to  prescribe  and  Impose  on  the 
service  divisions  financial,  budgetary  and  fiscal  guidelines  sufficient 
for  the  service  divisions  to  effectively  discharge  their  responsibili- 
ties. However,  METRA,  PACE,  and  the  CTA  maintain  separate  managenent, 
exercise  control  over  all  operations,  Including  the  passenger  fare 
structure,  and  are  accountable  for  fiscal  matters  Including  ownership  of 
assets,  relations  with  federal  and  state  transportation  funding  agencies 
who  provide  financial  assistance  In  the  acquisition  of  those  assets,  and 
preparation  of  operating  budgets.  The  separate  divisions  of  METRA,  PACE 
and  the  CTA  also  are  responsible  for  the  purchase  of  services  and 
approval  of  contracts  relating  to  their  operations. 

Except  for  the  Chairman  of  the  CTA  Board  of  Directors  who  Is  also  an  RTA 
Board  member,  the  boards  of  directors  of  each  service  division  are 
completely  Independent  of  the  RTA  Board.  The  RTA  Board  has  control 
neither  In  the  selection  nor  appointment  of  any  service  division  direc- 
tor nor  of  any  of  Its  management.  Further,  directors  of  the  service 
divisions  are  excluded  from  serving  on  more  than  one  entity's  board  of 
directors.  Including  that  of  the  RTA. 

The  governing  body  of  the  RTA,  according  to  the  Act,  consists  of  thir- 
teen directors  appointed  as  follows: 

*  Four  directors  by  the  Mayor  of  Chicago; 

*  Seven  directors  by  the  regional  County  Boards  of  Directors; 

*  One  director,  serving  ex-offlcio,  who  Is  the  Chairman  of  the 
Chicago  Transit  Authority; 

*  The  Chairman,  the  thirteenth  director.  Is  to  be  appointed  by 
the  Governor  of  Illinois  for  the  Initial  term.  Thereafter, 
the  Cha I  rman  sha I  I  be  appo I nted  by  the  other  twe I ve  d I  rectors . 

Statement  3  provides  that  an  affiliated  organization  generally  should  be 
Included  within  a  governmental  reporting  entity,  regardless  of  the 
degree  of  oversight  responsibility.  If  Its  activities  are  (1)  for  the 
benefit  of  the  reporting  entity  and/or  Its  residents,  (2)  conducted 
within  the  geographic  boundaries  of  the  reporting  entity,  and  (3) 
generally  available  to  the  citizens  of  the  reporting  entity. 

METRA,  PACE  and  the  CTA  provide  services  to  different  geographic  areas 
within  the  six  county  region.  METRA  provides  transit  service  to  the  six 
county  area  with  the  majority  of  the  transit  riders  residing  in  the 
suburban  metropolitan  area  and  commuting  into  the  City  of  Chicago. 


PACE'S  primary  service  area  Is  the  suburban  ccnmunlties  within  the  six 
ccxjnty  area,  with  limited  service  to  the  areas  within  the  City  of 
Chicago.  The  CTA  provides  service  to  the  City  of  Chicago  and  thirty- 
nine  neighboring  suburbs  within  Cook  County.  However,  the  majority  of 
the  service  Is  provided  within  the  geographic  boundaries  of  the  City  of 
Chicago.  Although  programs  are  underway  to  increase  the  transfer  of 
riders  between  service  divisions,  trips  of  this  type  presently  represent 
a  minority  of  the  trips  tal<en. 

In  the  Judgement  of  the  RTA's  management  and  with  the  concurrence  of  the 
RTA's  auditors,  analysis  and  application  of  the  Statement  3  criteria 

indicate  that,  while  the  RTA  does  exercise  seme  fiscal  oversight,  METRA, 
PACE  and  the  CTA  are  not  part  of  the  RTA  reporting  entity  for  purposes 
of  preparing  a  comprehensive  annual  financial  report  in  accordance  with 
governmental  accounting  and  financial  reporting  standards.  Accordingly, 
financial  statements  for  METRA,  PACE  and  the  CTA  are  not  included  or 
combined  with  the  RTA's  financial  statements  for  the  fiscal  year  ended 
December  31,  1985. 


^PT^  Z   -  ^MmKy  of  SIGNIFICAWT  AmmNTINS  POLICIFK. 


A.   Fund  Accounting 

The  RTA  inalntains  Its  accounting  records  and  prepares  Its  finan- 
cial statements  on  the  modified  accrual  basis  of  accounting  in 
conformity  with  generally  accepted  accounting  principles  (GAAP), 
using  a  governmental  fund  accounting  model  consisting  of  a  General 
Fund  and  an  Agency  Fund.  Fixed  asset  transactions  are  accounted 
for  In  the  General  Fixed  Assets  Account  Group. 

General  Fund 

The  General  Fund  includes  ail  financial  transactions  that  are 
not  specifically  assigned  to  the  Agency  Fund,  or  the  General 
Fixed  Assets  Account  Group. 

Agency  Fun<a 

The  Agency  Fund  Is  a  custodial  fund  for  the  benefit  of  the 
service  divisions,  and,  as  such,  is  not  involved  in  the 
measurement  of  the  results  of  operations.  The  Agency  Fund 
records  the  receipt  and  disbursement  of  the  Retailers'  occupa- 
tion and  use  tax  (sales  tax)  due  the  service  divisions  as 
mandated  in  the  RTA  Act.  Required  sales  tax  revenues  are 
accrued  in  the  Agency  Fund,  and  are  equally  offset  by  the 
sales  tax  distributions  due  to  the  service  divisions.  No 
equity  balance  is  shown. 

General  Fixed  Assets  Account  firnun 

The  General  Fixed  Assets  Account  Group  reflects  the  net  book 
value  of  furniture  and  equipment  used  by  the  RTA. 


Slfx:e  these  assets  are  acquired  for  the  sole  purpose  of 
providing  governmental  services  at  the  RTA  and  are  not  for  the 
production  of  services  that  are  sold,  depreciation  expense  is 
neither  recognized  nor  recorded.  In  accordance  with  governmen- 
tal accounting  principles. 

B.   General  Fund  -  Balance  Sheet 

RTA  management  will  address  only  those  balance  sheet  Items  of 
Interest  because  of  either  events  relating  to  those  Items  or  their 
unusua I  nature . 

Assets 

Cash  an<a l nvestments  consists  of  cash  and  cash  equivalent 

Investments,  stated  at  cost  adjusted  for  amortized  premi litis  or 
discounts  as  appropriate. 

Advances  to  Service  Divisions.  These  amounts  result  frcm 
activities  of  the  RTA  in  providing  services  or  assistance  to 
the  Service  Divisions  In  excess  of  their  deficit  funding 
needs. 

LlabI I ities  and  Fund  Balanoe 

Accrued  Operating  Assistance  -  Chicago  Transit  Author! tv. 
This  amount  represents  the  accrued  financial  assistance  due 
the  CTA  at  December  31,  1985  for  actual  deficits  incurred, 
less  amounts  funded  frcm  the  Agency  Fund,  plus  an  accrual 
adjustment  made  by  the  RTA.  This  adjustment  accrues  an 
additional  cost  for  the  difference  between  RTA's  and  CTA's 
fiscal  year  end. 

Reserved  for  local  match  -  capital  grants  is  a  restriction  of 
RTA's  fund  balance  to  provide  the  local  portion  of  Urban  Mass 
Transportation  Achiinistration  (LMTA)  and  Illinois  D^aartment 
of  Transportation  (IDOT)  funded  capital  projects. 

Reserved  for  capital  projects  not  funded  bv  LMTA  or  I  DOT  is 
that  portion  of  the  RTA's  fund  balance  reserved  to  fund 
service  divisions'  capital  projects  paid  for  entirely  by  the 
RTA. 

C.   Revenues 

The  Retailers'  Occupation  and  Use  Tax  (sales  tax)  Is  a  tax  as- 
sessed on  consuner  goods  and  certain  consumer  and  business  servic- 
es. These  taxes  are  Imposed  at  the  maxlmun  legal  rates  of  1%  in 
Cook  County  and  1/4%  In  DuPage.  Kane,  Lake,  McHenry  and  Will 
Count  I es .  The  taxes  are  co I  I ected  by  reta I  I ers  and  rem  I tted  to 
the  Illinois  Department  of  Revenue  by  the  end  of  month  following 
the  month  of  sale  (the  liability  month).  The  Department  of 
Revenue  then  remits  the  majority  of  these  sales  taxes  to  the  RTA 
approximately  sixty  days  after  the  liability  month.  Balances  due 
after  final  collections  are  made,  are  paid  in  the  following  month. 
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As  noted  prevlcxjsly,  the  service  divisions  becane  fully  operation- 
al July  1,  1984  and,  at  that  time  the  sales  tax  distribution 
provisions  of  the  RTA  Act  took  effect.  These  provisions  state 
that  "after  withholding  15%  of  the  proceeds  of  any  tax  Imposed  by 
the  Authority"  (sales  tax)  "the  Board  shall  allocate  the  proceeds 
remaining  to  the  Service  Boards  as  fol lows": 


Col lected 

Col lected 

within 

In  Dupage 

Col lected 

Cook  Cnty. 

Kane.  Lake, 

Service 

within 

outside 

McHenry.and 

Bcarg 

Chicago 

Chicago 

Will  CntYS. 

CTA 

100% 

30% 

_ 

WETRA 

_ 

55% 

70% 

PACE 

- 

15% 

30% 

These  provisions  further  state  that  as  soon  as  practicable  after 
the  Authority  receives  payment  of  the  proceeds  of  taxes  levied  by 
the  Authority,  the  Authority  will  transfer  to  each  Service  Divi- 
sion the  amount  to  which  It  Is  entitled.  This  amount  Is  shown  as 
a  receivable  in  the  asset  section  of  the  Agency  Fund  Balance 
Sheet. 

Although  the  service  divisions  have  a  claim  against  these  funds, 
the  claim  is  not  enforceable  until  such  funds  are  received  by  the 
RTA  accord  I ng  to  the  amended  RTA  Act .  The  potent  i  a  I  I  I ab I  I  I ty  Is 
shewn  as  "sales  tax  distributions  due  to  Service  Divisions".  The 
service  divisions  may  recognize  a  receivable  for  their  respective 
shares  of  these  funds,  but  are  discouraged  from  recognizing  these 
amounts  as  current  period  revenue,  since  the  funds  are  not  neces- 
sarily  available  to  meet  the  current  obligations  of  the  Service 
Divisions. 

The  RTA  recognizes  as  a  receivable  and  revenue  only  the  15%  of  the 
total  sales  taxes  collected  to  which  the  amended  Act  entitles  it. 
The  criteria  applied  for  recognition  of  the  receivable  and  related 
revenue  are  that  the  amounts  are  "measurable  and  aval  I  able"  for 
the  RTA  to  meet  Its  current  obi  I  gat  Ions. 

The  Public  Transportation  Fund  (RTF),  represents  a  state  operating 
assistance  grant  according  to  the  amended  RTA  Act.  The  erount 
equals  25%  of  the  sales  taxes  collected  by  the  state  In  the 
previous  month. 

The  RTA  accrues  PTF  revenues  equal  to  25%  of  the  estimated  total 

RTA  sa  I  es  tax  i  n  the  I  I  ab  I  I  I  ty  month  of  the  sa  I  es  tax .  These 

accrued  amounts  are  then  adjusted  as  the  actual  eKTounts  of  sales 
tax   collections  become  known. 

The  PTF  amounts  are  "paid  to  the  Authority"  and  "may  be  expended 
by  It  for  Its  purposes  as  provided  in  this  Act"  and  are  considered 
"discretionary"  In  nature.    The  RTA  uses  this  money  to  cover 


Service  Division's  operating  deficits  which  may  arise  due  to 
Insufficient  revenues  frcm  fare  boxes,  sales  tax  allocations,  and 
other  Service  Division  operating  revenues. 

Federal  operating  assistance  grant  revenues  are  provided  to  the 
RTA  under  Section  9  of  the  Federal  Urban  Mass  Transportation  Act. 
The  revenue  is  recognized  on  the  modified  accrual  basis,  in  the 
year  funds  are  actually  received,  based  on  final  approval  of  the 
grant . 

D.   Expenditures  and  Exr>ffns«qR 

Financial  assistance  to  Service  Divisions  consists  of  operating 
assistance  to  the  CTA,  METRA  and  PACE.  The  RTA  provides  operating 
assistance  to  the  service  divisions  to  fund  operating  deficits 
Incurred  during  the  year  after  passenger  fares,  other  operating 
revenues  and  sales  tax  amounts  frcm  the  Agency  Fund  are  appi led  to 
the  operating  costs  of  service  division. 

Capital  grants  -  local  matnh  are  those  portions  of  LMTA  and  I  DOT 
funded  capital  projects  which  are  funded  by  the  RTA  as  "local 
share"  for  the  region  (generally  amounting  to  20%  of  the  total 
project  amount) . 

Capital  grants  -  100%  funded  bv  the  RTA  are  those  i terns  not  funded 
by  LMTA  and/or  I  DOT,  but  are  complete  I y  funded  by  the  RTA 

Actnlnlstration  consists  of  those  costs  of  the  RTA  Incurred  to 
carry  out  Its  regional  funding  and  adninistrat ive  activities. 
These  costs  are  I Imlted  by  statute  to  no  more  than  $5  mi  I  I  Ion  for 
1985. 


^PTg  3  -  BUPGET: 


Section  4.01(a)  of  the  RTA  Act  requires  the  RTA  to  prepare  and  adopt  a 
comprehensive  annual  budget  and  program  presenting  the  RTA's  planned 
operations  and  capital  expenditures  for  the  forthcoming  year.  The  Act 
provides  that  the  budget  must  show  a  balance  between  anticipated  reve- 
nues and  anticipated  expenditures. 

The  annual  budget  and  related  appropriation  are  prepared  on  the  accrual 
basis  of  accounting  In  conformity  with  generally  accepted  accounting 
principles.  Expenditures  may  not  exceed  budgeted  appropriations  at  the 
1 1 ne- 1  tern  I  eve  I  except  by  RTA  Board  approva I . 
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NOTE  A  -  cr^i-ra^NTs 


A.  Financial  Assistance  to  Servlr^  Divisions 

Although  the  RTA  Act  empowers  the  RTA  to  adopt  guidelines  setting 
forth  uniform  standards  for  the  making  of  financial  assistance 
grant  agreements,  these  grant  agreements  between  the  RTA  and  each 
of  the  service  divisions  were  not  completed  as  of  December  31, 
1985.  Certain  Issues  regarding  the  Interpretation  of  the  RTA  Act 
as  it  pertains  to  the  basis  of  funding,  farebox  carryover,  enti- 
tlements to  budget  surpluses  and  related  concerns  were  not  yet 
resolved.  It  is  the  Intention  of  the  RTA  Board  to  address  these 
issues  in  1986.  However,  In  the  absence  of  such  agreements,  the 
RTA  continues  to  fund  the  service  divisions  on  a  deficit  funding 
basis. 

Through  December  31,  1985,  the  RTA's  deficit  funding  to  the 
service  divisions  was  subject  to  the  limitations  of  approved 
budgets  and  the  ava 1 1 ab I i I ty  of  funds . 

B.  Positive  Budget  Varlanr^ 

in  July  of  1985,  the  service  divisions  forecasted  positive  operat- 
ing performance  as  compared  to  the  1985  budget.  In  light  of  this 
performance,  the  RTA  Board  adopted  an  ordinance  agreeing  to  pay 
the  service  divisions  the  difference  between  their  original  1986 
budgeted  financial  assistance  requirements  and  their  actual 
financial  assistance  requ i ronents .  The  ordinance  appropriating 
these  funds  was  Included  as  part  of  the  1986  budget  ordinance  and 
was  passed  in  January,  1986.  Payment  of  these  funds  to  the 
service  divisions  Is  contingent  upon  receipt  of  their  audited 
financial  statements,  upon  RTA  Board  approval  for  the  specific  use 
of  the  funds,  and  upon  the  absence  of  any  unanticipated  and 
unbudgeted  c I rcunstances . 

At  December  31,  1985  the  RTA  has  not  recognized  a  I labi I Ity  to  the 
service  divisions  for  positive  budget  variance  because  Ordinance 
#85-32  provides  for  positive  budget  variance  to  be  appropriated 
and  paid  in  1986. 

The  amounts  estimated  to  be  payable  In  1986,  subject  to  smendatory 
budget  action  by  the  Board  of  the  Authority  In  the  event  of 
unanticipated  and  unbudgeted  c I rcunstances ,  are: 

CTA  $18,200,000 

METRA  13,900,000 

PACE  5.600.0Q0 

Total  $37.700.000 
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C)t?eratlng  Lease  Agreements 

The  RTA  had  various  operating  lease  agreements  for  facilities  and 
equipment  which  totaled  $366,000  In  1985.  Minlnxm  annual  rental 
payments  by  the  RTA  for  the  following  years  are: 

Amount 
Ifiac  (In  thousancis) 

1986  337 

1987  337 

1988  337 

1989  337 

1990  and  beyond         1.109 

$   2,457 


rOTE  5  -  RESmiCTCD  CASH  AID    IWESnJBfTH 


Certain  cash  and  Investment  balances  are  restricted  for  a  specific  use 
either  by  RTA  ordinance  or  by  contractual  agreement: 


Description 

Use 

Total  at  12/31/85 
(  in  thousands) 

Restricted-Cap- 
ital Grants 

To  fund  RTA  por- 
tion of  Capital 
grant  expenditures 

$__ 

43.796 

Restricted- 
Other 

Debt  service 

Ml  lwaui<ee  Road 
escrow  account 

$ 

2.849 
500 

Total  Restricted-Other 

$__ 

3.349 

hPTE  6  -  DEBT 


On  August  28,  1985,  the  RTA  Issued  $100  mi  I  I  Ion  of  worl<ing  cash  notes. 
The  notes  were  issued  for  one  year,  maturing  August  15,  1986  and  carry 
an  interest  rate  of  5.75%.  The  notes  were  issued  under  the  authority  of 
the  Regional  Transportation  Authority  Act,  as  amended,  and  pursuant  to  a 
Bond  and  Note  General  Ordinance,  and  pursuant  to  a  series  ordinance. 

The  notes  are  general  obligations  of  the  Authority  to  which  are  pledged 
I  ts  full  f a  I th  and  cred  i  t .  The  ord I  nances  prov I de  for  the  ass  I grment 
and  direct  deposit  with  a  trustee  of  sales  taxes  iirposed  by  the  RTA  and 
col lected  by  the  I  I  I Inols  Department  of  Revenue,  and  for  the  grant  of  a 
first  I  I  en  on  and  a  first  security  interest  In  amounts  payable  to  the 
RTA  from  the  Public  Transportation  Fund  in  the  Illinois  State  Treasury 
to  secure  payment  of  principal  of  and  Interest  on  the  notes. 
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NOTE  7  -  aJWrihEETCIES: 


The  RTA  Is  a  defendant  or  respondent  In  certain  lawsuits  and  ac*nln I  stra- 
ti ve  prcx^eed I ngs .  In  the  opinion  of  RTA  management,  the  ultimate 
resolution  of  these  lawsuits  will  not  have  a  material  effect  on  the 
RTA's  financial  position  or  its  results  of  operations. 

The  RTA  was  a  defendant  In  a  lawsuit  alleging  that  the  RTA  had  paid  an 
amount  less  than  fair  market  value  for  certain  assets  to  a  provider  of 
suburban  bus  transportation.  Although  a  Judgnent  found  for  the  plain- 
tiff In  the  amount  of  $3  million,  the  case  Is  under  appeal.  The  RTA 
bel leves  there  may  be  a  contingent  I labl I Ity  amounting  to  $1.5  ml  I  I  Ion. 
The  RTA  has  therefore  accrued  a  contingent  I labl I Ity  of  $1 .5  ml  I  I  Ion. 

The  RTA  does  not  recognize  as  payable  certain  amounts  reported  by  the 
CTA  as  receivable  from  the  RTA.  These  amounts  approximate  $44.8  ml  1- 
I  Ion. 

The  items  under  dispute  concern  the  responsibilities  of  the  RTA  under 
prior  years'  financial  assistance  grant  agreements.  They  Include: 

1 .  Funds  for  the  ret  I rement  of  CTA  revenue  bonds ; 

2.  Repayment  of  loans  and/or  grants  made  by  the  city  of  Chicago 
to  the  CTA;  and 

3.  Funding  In  excess  of  CTA's  approved  budget  I Imlts. 

The  RTA  believes  there  may  be  a  contingent  liability  of  $1.8  million 
resulting  from  these  Items.  Accordingly,  the  RTA  recorded  a  contingent 
liability  for  this  amount  In  1984. 

As  a  result  of  the  July  1,  1984  reorganization  of  the  RTA  and  creation 
of  the  service  divisions,  certain  amounts  relating  to  the  basis  of 
funding,  farebox  carryover,  and  entitlements  to  budget  surpluses  are 
recorded  as  receivable  by  the  service  divisions.  Currently  a  ccmnlttee 
ccrrxDrised  of  directors  of  the  RTA  and  all  the  services  divisions  are 
resolving  these  funding  matters.  Pending  resolution  of  these  Items,  the 
RTA  has  not  recorded  any  additional  amounts  payable.  RTA  management 
does  not  cons  I  der  that  the  resu  I  ts  of  these  meet  I  ngs  will  requ  1  re  a 
material  restatanent  of  RTA  financial  position. 

Certain  other  Inter-agency  balances  were  created  by  the  reorganization 
and  are  recorded  by  both  the  service  divisions  and  the  RTA.  Both  the 
RTA  and  the  service  divisions  are  reconci  i Ing  these  amounts. 

State  and  federal  grant  agreements  specify  that  all  grant  monies  are 
subject  to  audit.  State  and  federal  laws  and  regulations  require 
financial  audits  and  provide  for  the  possibility  of  additional  types  of 
audits.  Audit  findings  are  not  expected  to  have  a  material  effect  on 
the  RTA's  financial  statements. 
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Nnr^   8  -  PENSION 


Effective  July  1,  1976,  the  RTA  established  a  noncontr Ibutory  defined 
benefit  pension  plan  and  trust,  called  the  RTA  Pension  Plan  and  Trust, 
covering  substantially  all  employees  not  otherwise  covered  by  a  union 
pension  plan.  Responsibilities  for  adn I n i ster 1 ng  the  plan  are  divided 
erong  a  Board  of  Trustees,  a  Retirement  Corrmlttee,  a  Plan  Adninlstrator , 
and  the  RTA  Board  of  Directors. 

On  May  31,  1984  the  RTA  Transition  Board  of  Directors  amended  the  Plan 
to  retroactively  Include,  for  the  plan  year  ending  June  30,  1984,  NIRC 
errployees  not  covered  by  union  acin I n  1  stered  plans.  The  1984  amendnents 
also  changed  the  plan  year  to  a  calendar  fiscal  year. 

With  the  reorganization  of  the  RTA  effective  July  1,  1984  the  plan 
essentially  changed  frcm  a  single  employer  plan  to  a  multi-enpioyer  cost 
sharing  plan,  reflecting  the  nature  of  the  restructuring  of  RTA  into 
separate  entities.   (See  NOTE  1,  Reporting  Entity). 

Separate  enployer  contribution  accounts  were  set  up  for  the  RTA,  PACE 
and  VETRA.  in  the  case  of  WETRA  the  separate  accounts  were  set  up 
retroactive  to  July  1,  1983,  the  date  NIRC  became  operational.  Contri- 
bution expense  was  also  accrued  by  the  RTA  and  the  Service  Divisions 
concurrent  with  the  establishment  of  each  employer /employee  account. 

The  P I  an  prov I des  norma  I  and  ear  I y  ret  I rement  and  d I  sab  I  I i  ty  benef  i  ts 
determined  as  a  percentage  of  a  participant's  average  annual  compensa- 
tion in  the  three  completed  plan  years  of  highest  compensation.  Prior 
service  credits  are  provided  to  participants  employed  prior  to  July  1, 
1984  who  were  employed  on  a  full-time  basis  prior  to  their  employment 
with  the  RTA  by  another  governmental  entity  or  by  certain  providers  of 
transportation  services.  (Prior  service  credits  for  participants 
erployed  after  June  30,  1984  were  el  Imlnated  with  the  1984  amenchients  to 
the  Plan). 

Prior  to  July  1,  1979  contributions  were  made  on  the  basis  of  non- 
actuarial  estimates.  The  Plan's  initial  actuarial  study  found  that 
those  estimates  were  In  excess  of  actuarial  requirements.  Pension 
expense  Is  being  reduced  by  amortization  of  these  excesses  over  20  years 
(Prior  to  1985  these  excesses  were  amortized  over  a  ten  year  period). 

Funding  rec^ilrements  for  the  Plan  are  made  by  an  independent  actuary. 
Assets  are  valued  recognizing  a  portion  of  both  realized  and  unrealized 
ga I  ns  and  I osses  I  n  order  to  avo Id  w I de  sw I  ngs  i  n  actuar  i a  I  determ I  ned 
funding  requirements  frcm  year  to  year. 

For  the  January  1,  1985  valuation,  certain  changes  In  assunptions  were 
made  in  the  Plan: 

1,  Actuarial   assLnptlons  were  changed  relating  to   interest 
(assLming  a  7.5%  annual  compounded  rate  of  return  on  invest- 
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ments)  and  future  salary  Increases  (assuning  a  6%  annual 
ccmpounded  rate  of  salary  Increase). 

2.  The  Plan  was  modified  to  agree  with  the  Retlraiient  Equity  Act. 

3.  Trustee,  actuarial,  and  legal  expenses  of  the  Plan  are  to  be 
paid  frcm  the  Plan  assets  (costs  estimated  at  approximately 
$70,000  for  the  1985  Plan  year). 

These  changes  resulted  In  an  adjusted  asset  value  of  $8.8  million 
compared  with  accrued  I labl I Ity  of  $9.7  ml  I  I  ion. 

This  valuation  was  also  based  upon  457  active  participants  In  the  plan 
at  January  1,  1985,  of  which  76  were  employed  by  the  RTA.  (Employees 
become  eligible  to  participate  within  thirty  days  of  employment  If  they 
are  under  age  60) . 

This  plan  Is  classified  as  a  "governmental  plan"  and  Is  therefore 
generally  exempt  from  the  provisions  of  the  Ehxaloyee  Retlrarient  Income 
Security  Act  of  1974. 

During  1985  the  RTA  paid  a  total  of  $101,000  to  the  canblned  Plan.  The 
contribution  allocation  as  determined  by  the  actuary  for  1985  Is  14.49%. 
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REGIONAL  TRANSPORTATION  AUTHORITV 
1975-1985 
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REGIONAL  TRANSPORTATION  AUTHORITY 
REGIONAL  DEMOGRAPHIC  DATA 


AREA 

1980 
POPULATION 

1985 
ESTIMATED 
POPULATION 

% 
CHANGE 

Cook  County 

5,253,655 

5,302,000 

0.9 

DuPage  County 

658,835 

715,800 

8.6 

Kane  County 

278,405 

298,700 

7.3 

Lake  County 

440,372 

465,300 

5.7 

McHenry  County 

147.897 

159.000 

7.5 

Will  County 

324, 4&0 

.  333,700. 

ZA 

Regional  Total 

7,103,624 

7,274,500 

2.4 

Source:  U.S.  Census  Bureau 
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